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CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (“GEM”) OF THE
STOCK EXCHANGE OF HONG KONG LIMITED (THE “STOCK EXCHANGE”)

GEM has been positioned as a market designed to accommodate companies to which a higher
investment risk may be attached than other companies listed on the Exchange. Prospective
investors should be aware of the potential risks of investing in such companies and should make
the decision to invest only after due and careful consideration. The greater risk profile and
other characteristics of GEM mean that it is a market more suited to professional and other

sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities traded on
GEM may be more susceptible to high market volatility than securities traded on the Main Board

and no assurance is given that there will be a liquid market in the securities traded on GEM.

Hong Kong Exchanges and Clearing Limited and The Stock Exchange take no responsibility
for the contents of this report, make no representation as to its accuracy or completeness and
expressly disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon

the whole or any part of the contents of this report.

This report, for which the directors (the “Directors”) of LEE’'S PHARMACEUTICAL
HOLDINGS LIMITED (the “Company”) collectively and individually accept full responsibility,
includes particulars given in compliance with the Rules Governing the Listing of Securities on
GEM of The Stock Exchange (the “GEM Listing Rules”) for the purpose of giving information
with regard to the Company. The Directors, having made all reasonable enquiries, confirm that, to
the best of their knowledge and belief: (i) the information contained in this report is accurate and
complete in all material respects and not misleading, (ii) there are no other matters the omission
of which would make any statement in this report misleading; and (iii) all opinions expressed in
this report have been arrived at after due and careful consideration and are founded on bases and

assumptions that are fair and reasonable.
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CORPORATE PROFILE

Lee’s Pharmaceutical Holdings Limited (the “Company”) and its subsidiaries
(collectively the “Group”™) is a research-driven and market-oriented biopharmaceutical group
focused on the market of the People’s Republic of China (the “PRC” or “China”). Through
its wholly owned subsidiary in the PRC, Zhaoke Pharmaceutical (Hefei) Company Limited
(“Zhaoke”), the Group develops, manufactures and markets proprietary pharmaceutical
products in the PRC. The Group has over 15 years’ operation in China’s pharmaceutical
industry. It is fully integrated with solid infrastructures in drug development, clinical
development, regulatory, manufacturing and sales and marketing in China with global
perspective and it currently markets six products in China. The Group focuses on many
different areas such as cardiovascular and infectious diseases, dermatology, oncology,
gynecology and others with more than 22 products under different development stages
stemming from both internal R&D as well as from the recent acquisition of licensing and
distribution rights from various US and European companies. The mission of the Group is to
become a successful biopharmaceutical group in Asia providing innovative products to fight
diseases and improve health and quality of life.

The Group carries out its sales and distribution activities in Hong Kong and China
through branch offices in Guangzhou, Shanghai and Beijing with network covering most of
the provinces and cities in the PRC, marketing both self-developed products and licensed
products from abroad. Zhaoke is the manufacturing plant of the Group located in Hefei,
Anhui Province of the PRC, comprising four GMP-compliant workshops for the production of
topical gel, lyophilized powder for injection, small volume parenteral solutions and eye gel.

Currently, the Group has the following products in the market:

Country Market

of Hong
origin PRC Kong Medical application

Proprietary products:

Livaracine® PRC v Heart & other cardiovascular disease

Yallaferon® PRC v Vira-infected disease

Slounase® PRC v Shortening bleeding time & reducing
loss of blood

Eyprotor® PRC v Cornea ulcer

License-in products:

Carnitene® Italy v Cardiac disease
Iron Proteinsuccinylate
Oral Solution Spain v Sideropenic Anaemias

Aloxi® France v Prevention of nausea and vomiting
associated with emetogenic cancer
chemotherapy

Gelclair® Italy 4 Mucositis induced by chemo &
radiotherapy
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FINANCIAL HIGHLIGHTS
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FINANCIAL HIGHLIGHTS

Financial year ended 31 December
2009 2008 2007 2006 2005
HK$000 HKS$000 HK$000 HKS$000 HKS$ 000

Turnover

Profit (loss)
attributable to shareholders
Net asset value (Shareholders’ funds) 144,730 85,335 60,825 33,189 35,660

Net assets per share

Basic earnings (loss) per share

Interim dividend per share

Final dividend per share

Dividend payout ratio

173,837 125,421 76,712 43,531 38,528

46,369 28,060 11,370 (3,469) 153

HK cents HK cents HK cents HK cents HK cents

32.15 20.55 14.72 9.59 10.30
10.85 6.77 3.11 (1.00) 0.04
0.8 0.5 - - _
1.6 1.1 0.8 — —
2.4 1.6 0.8 - _

22.1% 23.6% 25.7%

TURNOVER OF THE GROUP (HK$’000) NET ASSETS PER SHARE (HKcents)
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REPORT OF THE DIRECTORS

The Board is pleased to present the annual report together with the audited financial

statements of the Group for the year ended 31 December 2009.

PRINCIPAL ACTIVITIES
The principal activity of the Company is investment holding. Details of the principal
activities of the subsidiaries are set out in note 20 to the financial statements. There were no

significant changes in the nature of the Group’s principal activities during the year.

RESULTS AND APPROPRIATIONS

The results for the year are set out in the consolidated income statement on page 37.

An interim dividend of HKS$0.008 (2008: HK$0.005) per share, amounting to
HKS$HK$3,586,000 was paid to shareholders on 24 September 2009.

The Board of Directors recommended a final dividend of HK$0.016 (2008: HK$0.011)
per share to shareholders registered in the Company’s Register of Members as at the close of
business on 30 April 2010. Upon approval by shareholders, the final dividend will be paid on
or about 14 May 2010.

SEGMENTAL INFORMATION
An analysis of the Group’s performance for the year by business and geographical

segments is set out in note 7 to the financial statements.

FINANCIAL SUMMARY
A summary of the published results and assets and liabilities of the Group for the last
five financial years, as extracted from the audited financial statements, is set out on page 5 in

the annual report.

PROPERTY, PLANT AND EQUIPMENT
Movements in property, plant and equipment of the Group during the year are set out in

note 16 to the financial statements.

ISSUED CAPITAL AND SHARE OPTIONS
Details of the movements in the Company’s share capital and share options during
the year together with the reasons therefore, are set out in notes 28 and 32 to the financial

statements.

LEE'S PHARMACEUTICAL HOLDINGS LIMITED ANNUAL REPORT 2009
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PRE-EMPTIVE RIGHTS
There are no provisions for pre-emptive rights under the Company’s articles of
association or the laws of the Cayman Islands which would oblige the Company to offer new

shares on a pro rata basis to its existing shareholders.

RESERVES
Details of the movements in the reserves of the Company during the year are set out
in note 29 to the financial statements. Details of the movements in the reserves of the Group

during the year are set out in the consolidated statements of changes in equity.

DISTRIBUTABLE RESERVES

At 31 December 2009, the Company’s reserve available for distribution, calculated in
accordance with the Companies Law of the Cayman Islands, amounted to HK$60.64 million.
This includes the Company’s share premium in the amount of HK$63.49 million at 31
December 2009, which may be distributable provided that immediately following the date on
which the dividend is proposed to be distributed, the Company will be in a position to pay off

its debts as and when they fall due in the ordinary course of business.

MAJOR CUSTOMERS AND SUPPLIERS
In the year under review, sales to the Group’s five largest customers accounted for

approximately 19.78% in aggregate for the Group’s total turnover for the year (2008: 18.03%).

Purchase from the Group’s five largest suppliers accounted for approximately 86.57% in
aggregate for the Group’s total purchases for the year (2008: 82.1%). The largest supplier of
the Group accounted for approximately 44.98% of the Group’s total purchases (2008: 48.8%).

Apart from as disclosed under the paragraph headed “Continuing Connected
Transactions” below, none of the Directors, their associates (as defined in the GEM Listing
Rules) or any Shareholders of the Company (who, to the knowledge of the Directors, own
more than 5% of the Company’s issued share capital) had any interest in the Group’s five

largest customers and suppliers.
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REPORT OF THE DIRECTORS

DIRECTORS
The directors of the Company during the year and up to the date of this report are:

Executive directors:
Lee Siu Fong
Leelalertsuphakun Wanee

Li Xiaoyi

Non-executive director:

Mauro Bove

Independent non-executive directors:
Chan Yau Ching, Bob

Lam Yat Cheong

Tsim Wah Keung, Karl

In accordance with Article 95 and 112 of the Company’s Articles of Association, Ms.
Leelalertsuphakun Wanee, Mr. Mauro Bove and Mr. Lam Yat Cheong will retire and, being

eligible, will offer themselves for re-election at the forthcoming annual general meeting.

DIRECTORS’ INTERESTS IN CONTRACTS

No contracts of significance in relation to the business of the Company or any of its
subsidiaries to which any of the Directors was a party and in which any of the Directors or
members of its management had a material interest, either directly or indirectly, subsisted at

the end of the year or at any time during the year under review.

DIRECTORS’ SERVICE CONTRACTS

Each of Ms. Lee Siu Fong and Ms. Leelalertsuphakun Wanee has entered into a service
contract both dated 14 January 2002 with the Company under which each of them has been
appointed to act as an executive Director on a continuous basis until terminated by either
party by giving to the other party not less than three months’ notice in writing. Salaries and
allowances are determined by the Board and current salaries and allowances are HK$111,090
per month for Ms. Leelalertsuphakun Wanee and HK$90,750 per month for Ms. Lee Siu Fong.

Bonus will be paid at the absolute discretion of the Board.

LEE'S PHARMACEUTICAL HOLDINGS LIMITED ANNUAL REPORT 2009
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Dr. Li entered into a service contract with the Company for an initial term of three
years commenced from 1 September 2003 and after the contract having been renewed for an
additional period of one year from 1 September 2006, it has been renewed for another three
years from 1 September 2007. Salary and allowances is HK$159,793 per month. Bonus will
be paid at the absolute discretion of the Board. Both parties shall be entitled to terminate the
contract by giving three months’ prior written notice. If both of the substantial shareholders,
namely Ms. Lee Siu Fong and Ms. Leelalertsuphakun Wanee and Dr. Li together, holding less
than 30% of the issued share capital of the Company, Dr. Li shall in his absolute discretion
terminate the contract and shall be entitled to the payment equivalent to the aggregate of his
monthly salary for the remaining term as compensation or damages for or in respect of such

termination.

Each of Mr. Lam Yat Cheong (“Mr. Lam”) and Dr. Tsim Wah Keung, Karl (“Dr. Tsim”)
has been appointed on 1 July 2004 and 20 September 2004 respectively as an independent non-
executive Director. Mr. Lam has a three-year service contract with the Company from 1 July
2007 and Dr. Tsim has a three-year service contract with the Company from 20 September
2007. Director’s fee is HK$50,000 per annum and bonus will not be paid for each of the

Directors.

Dr. Chan Yau Ching, Bob has a three-year service contract with the Company from 12
October 2007. Director’s fee is HK$50,000 per annum and bonus will not be paid.

Dr. Mauro Bove has a three-year service contract with the Company commenced on 3

January 2009. Director’s fee is HK$75,000 per annum and bonus will not be paid.
None of the directors being proposed for re-election at the forthcoming annual general

meeting has a service contract with the Company which is not determinable within one year

without payment of compensation, other than statutory compensation.
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SHARE OPTION SCHEME

Pursuant to a written resolution passed by all shareholders of the Company on 26 June
2002, the Company, among others, conditionally adopted a pre-IPO share option scheme (the
“Pre-IPO Share Option Scheme”) and a share option scheme (the “Share Option Scheme™), the

principal terms of which are set out in the Prospectus.

Movements of the share option during the year ended 31 December 2009 were as

follows:
Number of share options
Outstanding Outstanding
Grantees Date of Grant at 1.1.2009 Granted Exercised Lapsed  at 31.12.2009
Directors

Lee Siu Fong 26.06.2002 1,600,000 - (1,600,000) - -
25.09.2009 - 448,000 - - 448,000
Leelalertsuphakun Wanee 13.01.2003 289,000 - (289,000) - -
27.08.2009 - 448,057 - - 448,057
Li Xiaoyi 13.01.2003 2,890,000 - - - 2,890,000
25.09.2009 - 448,000 - - 448,000
Mauro Bove 11.07.2005 500,000 - - - 500,000
(2.06.2006 500,000 - - - 500,000
Lam Yat Cheong 11.07.2005 300,000 - - - 300,000
Sub-total of Directors 6,079,000 1,344,057 (1,889,000 - 5,534,057
Employees 13.01.2003 300,000 - - - 300,000
25.06.2004 4,800,000 - (2,010,000 (100,000 2,690,000
11.07.2005 2,550,000 - (200,000) - 2,350,000
02.01.2008 1,285,000 - (465,000) - 820,000
Consultants 02.06.2006 500,000 - - - 500,000
02.01.2008 2,000,000 - - - 2,000,000
26.11.2008 500,000 - - - 500,000

Sub-total of employees
and consultants 11,935,000 - (2,675,000) (100,000 9,160,000
Grand total 18,014,000 1,344,057 (4,564,000) (100,000 14,694,057

LEE'S PHARMACEUTICAL HOLDINGS LIMITED ANNUAL REPORT 2009
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Notes:

1. Particulars of share options:

Date of Grant

26.06.2002

13.01.2003

25.06.2004

11.07.2005

02.06.2006

02.01.2008

26.11.2008

Exercise period

@

(if)

50% exercisable not less than 2 years from
date of grant but not more than 10 years,

i.e. 26.06.2004-25.06.2012

unexercised balance thereof be exercisable not
less than 3 years from date of grant but not
more than 10 years, i.e. 26.06.2005-25.06.2012

13.07.2003-12.01.2013

@

(if)

@

(if)

@

(if)

@

(if)

@

(if)

50% exercisable not less than 6 months from
date of grant but not more than 10 years,

i.e. 25.12.2004-24.06.2014

unexercised balance thereof be exercisable not
less than 15 months from date of grant but not
more than 10 years, i.e. 25.09.2005-24.06.2014

50% exercisable not less than 6 months from

date of grant but not more than 10 years,

i.e. 11.01.2006-10.07.2015

unexercised balance thereof be exercisable not
less than 15 months from date of grant but

not more than 10 years, i.e. 11.10.2006-10.07.2015

50% exercisable not less than 6 months from
date of grant but not more than 10 years,

i.e. 02.12.2006- 01.06.2016

unexercised balance thereof be exercisable not
less than 15 months from date of grant but not
more than 10 years, i.e. 02.09.2007-01.06.2016

50% exercisable not less than 6 months from
date of grant but not more than 10 years,

i.e. 02.07.2008- 01.01.2018

unexercised balance thereof be exercisable not
less than 15 months from date of grant but not
more than 10 years, i.e. 02.04.2009-01.01.2018

50% exercisable not less than 6 months from
date of grant but not more than 10 years,

i.e. 26.05.2009- 25.11.2018

unexercised balance thereof be exercisable not
less than 15 months from date of grant but not
more than 10 years, i.e. 26.02.2010-25.11.2018

2% LEE'S PHARMACEUTICAL HOLDINGS LIMITED ANNUAL REPORT 2009

Exercise price
per share
HKS$

0.280

0.405

0.218

0.159

0.175

0.492

0.383
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Exercise price

Date of Grant Exercise period per share
HKS$
27.08.2009 (1) 50% exercisable not less than 6 months from 1.03

date of grant but not more than 10 years,
i.e. 27.02.2010 - 26.08.2019.
(i1) unexercised balance thereof be exercisable not
less than 15 months from date of grant but
not more than 10 years, i.e. 27.11.2010-26.08.2019

25.09.2009 (1) 50% exercisable not less than 6 months from 1.076
date of grant but not more than 10 years,
i.e. 26.03.2010- 24.09.2019
(i1) unexercised balance thereof be exercisable not
less than 15 months from date of grant but
not more than 10 years, i.e. 26.12.2010-24.09.2019

Save as disclosed above, as at 31 December 2009, none of the Directors or chief
executive or their respective spouse or children under 18 years of age were granted or exercise

any rights to subscribe for any equity of the Company or any of its associated corporations.
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